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Thisru le  part de f ines  words and phrases  that have a meaning s p e c i f i c  
t o  parts 9553.0010 t o  9553.0080, t h a t  M Y  have seve ra lposs ib l ein t e rp re t a 
t i o n s ,  O r  t h a t  need exact d e f i n i t i o n s  t o  be cons is ten twi th  statute.  Terms 
used i n  a a n n e t  c o n a i r t e n t  w i t h  common use i n  t h e  mental h e a l t h  Or human 
s e r v i c e  f i e l d s  are notdef inedunless  a d e f i n i t i o n  i s  n e c e s s a r y  t oc l a r i f y  
t h e  t u l e .  The d e f i n i t i o n s  are needed i no r d e r  t o  provide 8 common frame of 
r e fe rence  and unders tandin tforthorecharged  with the  r e s p o n s i b i l i t y  of 
adminis te r ing  t h e  r u l e s  and t h o r eo b l i g a t e dt o  comply with t h e  r u l e  p a r t s  

Subpart  1. App l i cab i l i t y .  this prov i r ion  i s  needed t o  c l a r i f yt h a t  
t h e  def in i t ion .apply  t o  the en t i resequence  of pa r t s  9553.0010 t o  9553.0080. 

Subp. 2. "Addition." The d e f i n i t i o n  is necessary t oc l a r i f y  what is  
meantby "addition"becausethe term is f requen t ly  used  in  pa r t  9553.0060 
r e l a t i n g  t o  thede termina t ion  of the prope r ty - r e l a t ed  payment rate. 
ques t ions  are o f t e n  raised regard ingthet rea tment  of a phys ica l  s t ruc tu re  
whichhasbeenexpanded or e n l a r g e d  I t  is tearooable  t o  use a single term 
t o  d e f i n e  s u c h  a l t e r a t i o n s  t o  t h e  s t r u c t u r e  

Subp. 3. a p p l i c a b l e  credit t h i sc o n c e p ti se s s e n t i a l  to  thodetermina
t i o no fa l l o w a b l ec o s t sA p p l i c a b l ec r e d i t sa r eu s e d  t o  reducethecoat8to  
beclaimed by t h o  f a c i l i t y .  The d e f i n i t i o n  is necessary i o  order t o  c l a r i f y  
the provis ionsofpart  9553.0035, s u b p  4.  It is reasonable  t o  d e f i n et h e  
term as a d j u s t m e n t s  or i n c o w  w h i c h  r e d u c e r  t h e  f a c i l i t y s  corer'' i n  o r d e r  
t o  i n s u r e  t h a t  t h e  c o r e r  r e i m b u r s e d  t o  t h e  f a c i l i t y  bythemedicalassis tance 
program are n e t  c o s t s  

Subp. 4. "Capacity d a y s  this d e f i n i t i o ni s  necessary becausecapa
c i t y  days are used i n  ca lcu la t ing  the  p rope r ty - r e l a t ed  core payment rate and 
because the providers must have exact d e f i n i t i o n s  of elements of t h e  for 
mula ino rde rtounde ra t andtheca lcu la t ion# .  It i s  reasonablethatcapa
c i t y  d a y s  b e  e q u a l  t o  t h e  n u d e r  ofdays intherepor t in8per iodmul t ip l ied  
by the  number of t h ef a c i l i t y sl i c e n s e db e d sb e c a u s et h i sr e p r e s e n t st h e  
maximanuabetofresidentday8possibleduringthereport ing year. 

)FA Subp. 5. " C a p i t a la s s e t s  is theterm used t or e p r e s e n t .  a l l  
deprec iab le  assets .  The use of t h i s  term allowsthecommissioner t o  r e f e r  
t o  t h e  common a t t r i b u t e  w i t h o u t  r e p e t i t i v e  l i s t i n g .  

Subp. 6. "Capitaldebt". The term needs t o  be def ined  so t ha tthese  
d e b t s  my bedis t inguishedfromotherdebt8such a# working c a p i t a l  and bad 

PL: debts  t obecause each is s u b j e c td i f f e r e n t  reimbursement limits. I t  is a Qai reasonable  t o  desc r ibe  and c l a s s i f yt h e s ed e b t si n  this mannet becausethe 
o) G a. d e b t s ,i fa n y ,  are common t oc a p i t a l  assets. Alsothe use of t h i st e r m  
. I--
m m c :  n n ti al lows t h e  commissioner t or e f e rt ot h e  common a t t r i b u t ew i t h o u tr e p e t i t i v e

1 l i s t i n g .  

Subp. 7. "Capi ta l  debt i n t e r r a t  expenre". This  term d e n o t e 8i n t e r e s t41 expense on thedef inedterm"capi ta ldebt . "  The definition i s  necessary
I becausedifferentreimbursement  limits e x i s tf o r  each typeofin te res t  

st: 
os expense. 
h 5c, 
- u e  

; E a ,  S u b p s  8 and 9. "Clara A and Clam B b e d s  These terms are def ined 
t o  
o a 76 c l a r i f y  t h a t  Class A beds are bed8 l icensed  t o  beoccupied by perrons 
x '' capable  of s e l fp r e s e r v a t i o n  while class 8 beds are forpersonsnotcapable  

of self-preservation.Conversionfrom class A t o  Class B beds,  as provided 
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for i n  Part 9 5 5 3 . 0 0 7 5  may r e s u l t  in i n c r e a s e si ns t a f f i n g  andsometimes 
m o d i f i c a t i o n st ot h ep h y s i c a lp l a n t .  It i s  necessary and reasonableto  

d i s t i n g u i s h  betweenthe two t y p e s  of bedsbecausedi f fe ren tcos ts  m y  be 
assoc ia tedwi th  the two d i f f e r e n tt y p e s .  The d e l i n e a t i o n  i s  as spec i f i ed  i n  
Minnesota Rules, p a r t s  4665.0500 and parts 9525.0210 t o  9525.0430 

Subp. 10. commissioner i s  necessa r i lyde f inedinorde rtoavo id  con
fus ion  w i t h  o the r  pub l i c  o f f i ce r s  t i t l ed  commss ione r  who hold r e p o n
s i b i l i t i e s  o t h e r  t h a n  t h o r e  ofthecommssioneroftheDepartmentof Human 
Serv ices .  I t  i s  r e a s o n a b l et o  limit theuseof t h e  term t ot h e  commissioner 
of  t h e  Department of human Servicesbecause the commissioner of t h e  Depart
ment of human Serv ices  is respons ib lefor  t he  admin i s t r a t ion  of there r u l e  
parts . 

Subp. 11. "Coat c a t e g o r i e s  T h i s  d e f i n i t i o n  is necessarytoprevent  
confusionwithother  term q u a l i f i e d  by t h e  use of the  word cost andwhich 
bear  a s i m i l a r i t y  to  terms used in Medicare regu la t ions  or t h e  r e g u l a t i o n s
o fo the r  stater such 81 c o s t  c e n t e r "  or "Coat class The d e f i n i t i o n  is 
cons is ten twi ththe  way t he  term ha$beenused in WanerotaRuler ,parer  
9S49.0010 t o  9549.0080. 

Subp. 12. "Coat r epor t . "Th i sde f in i t i on  is necessary because p rov i 
ders are requi red  to  submit a cost r e p o r t  t o  t h e  D e p a r t m a t  so t ha t  t he  
department can i d e n t i f y  and allocate costs .ad d e t e r m i n e  t h e i r  a l l o w a b i l i t y  
I t  is  rearonable  t o  def inethescopeofthecos trepor t  t o  c l a r i f y  what a r t  
be prepared and submittedbytheprovider and t o  p r o v i d e  for theuni formi ty
requi red  by Minnesota s t a t u t e s  s e c t i o n s  25611.30 and ZS611.48 .adUnited 
S t a t e s  Code, Ti t l e  42,Sect ion 617.252 ( f ) .  

Subp. 13. %partmot." The d e f i n i t i o n  of "Department" is necessary 
t o  c l a r i f y  t h a t  the spec i f i cdepa r tmen tre fe r r ed  t o  i n  t h e  rule part ,  is the 
Minnesotadepartmentof 'Human S e r v i c e $ .  s u b s t i t u t i n g  d e p a r t m e n t  f o r  t h e  
f u l l  name of the department is a reasonable  m y  ofshorteningthe tule 
parts.  

Subp. 14. "Depreciableequiprot ."  This d e f i n i t i o n  is necessary 
becauserosetimes a pieceofequipment can be c a p i t a l i z e d  and deprec ia ted  . 

I over i t s  e s t i m a t e du s e f u ll i f e .  . S o w  piecesofequipment,however may be 
expensedinthe year ofpurchase.Therefore,  it i s  n e c e s s a r yt oc l a r i f y .

L7
% $ < whichtype of equipment -st bedepreciatedunder these r u l ep a r t s .  I t  i s  

r e a s o n a b l e  t o  d e f i n e  t h i s  term by r e f e r e n c e  t o  t h e  d e p r e c i a t i o n  g u i d e l i n e r+ ?r i b  4 which i d e n t i f y  s p e c i f i c  t y p e s  of depreciableequipment  in orde r  t o  provide 
specificexamplerwhichcanbeused by theproviders  and thedepartmentin 

p <  determining pieceequipment  bewhether a part icular  of  shoulddepreciated.
-V  	 Q

Q i$ a Z  

- - c 
9 a ; a  However, depreciableequipment  is  notl imi tedtoonlythosei tems which 

in  dep rec i a t iongu ide l ine r  t he

4
g g are i nc ludedthe  because  dep rec i a t iongu ide  

l ines donotcontain a cooprehenr ive  l i s t i ng  of a11 major movableequipment 

T' t h a t  mightbe used i na n  ICF/MR. 
e 

Subp. 15. "Depreciation guideliner." This term r e f e r rt o  "The% !i 
EstimatedUsefulLivesofDepreciablehospital  assets issued by t h e  

s 
V) 	 American H o s p i t a la s s o c i a t i o ni n  1983. The d e f i n i t i o no ft h e  term i s  

$ n e c e s s a r yt oc l a r i f y  what g u i d e l i n e s  are tobeused .Thereguide l iner  are 
incorporated by r e fe rence .  The purposeoftheincorporation is tousethose  

- & I l l
% g u i d e l i n e st oc l a s s i f y  assets such as a t tachedf ix tures( f ixedequipment ) ,  

- land buildings, or depreciableimprovements, equipment  (major moveable 
equipment). The g u i d e l i n e rc o n t a i na ne x t e n s i v el i s t i n go fv a r i o u st y p e s  of 
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improvements,buildings,fixturesandequipment.  It is reasonableto use 
t h e s e  guidel inesbecausethey have b e e nr e c e n t l ye s t a b l i s h e dr e l a t et o  the  
t y p e  ofequipmentfound i n  an ICF/HR, and arc generally accepted i n  t h e  
h e a l t h  care f i e l d .  

Subp. 16. desk audit ."  This term is def inedtoavoidconfus ion  w i t h  
theothertypeofaudi tused b yt h e  Department t h e  f i e l d  a u d i t .  "Desk 
aud i t "  -ana theestabl ishment  of t h e  payment r a t e  basedupon t h e  
commiss ione rrev iew and ana lys i sof  t h e  requi redrepor t s ,suppor t ing  docu
mentat ion,  and work sheetssubmit ted by theprovider .  The d e f i n i t i o n  is 
reasonablebecause it e s t a b l i s h e r  t h e  na ture  of t h e  commissionersreview 
and a n a l y s i s  n e c e s s a r y  t o  e s t a b l i s h  the  i n i t i a l  p r o s p e c t i v e  payment r a t e .  
This  is t he  same ra te  establishmentprocessfollowedinMinnesotaRules,  
par ts  9549.0010 to  9549.0080 fornurs ing  how reimbursement The same group 
of a u d i t o r s  is i n v o l v e di ns e t t i n gr a t e rf o rn u r s i n gh o w 8  and ICPs/tlR. For 
reasons of adminis t ra t iveconvenience it is rearonable  t o  d e f i n e  t h i s  term 
i n  t h e  raw manner a8 it  is d e f i n e d  i n  minnesota Ruler ,par t s  9549.0010 t o  
9549.0080 (Rule 50) . 

Subp. 17. "Direct cost this d e f i n i t i o n  is necessary i no r d e rt o  
e s t ab l i sh  those  coa t8  which can be iden t i f i ed  wi th in  a s p e c i f i c  c o a t  c a t e 
gorywithouttheuseofal locat ionmethods this d i r e c ti d e n t i f i c a t i o n  is 
necessa ryin  row carer to  insurethatthereimbursement  limit8 ret by t h e s e  
r u l e  parts are notcircumvented by allocating costs t o  nonlimited coat cate
g o r i e s .  The d e f i n i t i o n  is rearonablebecause it is r common method of 
d i rec t  i d e n t i f i c a t i o n  ofcoa t8usedintheaccount ingf ie ld .  

Subp. 18. "Equity." t h i sd e f i n i t i o n  is necessarybecauseequity is an 
account ing term which can have different  meaning8 i n  d i f f e r e n t  c i r c u m s t a n  
ces.  Its meaning i nt h ec o n t e x t  of t h i s  rule is reasonablebecause i t  
r ep resen t8theex ten t  t o  which t h e  f a c i l i t y s  c a p i t a l  arret8 are unencumbered 
by deb t .  ' *Th i s  de f in i t i on  p rov ide r  a uniform methodby which t h e  f a c i l i t y ' s  
"equity" canbemeasured relative t o  a11 o t h e r  f a c i l i t i e s  I t  is reasonable 
t o  excludedebtd isa l loweddueto  a sale because the 8.1. t r ansac t ions  are 
ignoredforreimbursementpurposesinaccordancewiththeDeficitReduction 
Actof 1984. 

Subp 19. f a c i l i t y  is  def inedtoavoidposs ib lemisunders tanding  as 
t o  t h e  n a t u r e  of t h e  vendorfor  which medical Assis tance program funding i s  
a v a i l a b l e .  It is  r e a s o n a b l et o  limit paymentsunder t h i s  program t o  ICFs/HR
which are l i censed  and ce r t i f i edbecause  a f a c i l i t y  -st belicensed and 
ce r t i f i edino rde rtorece iveMedica la s s i s t ance  paymentsandbecause it i s  
e a s yt oa s c e r t a i ni f  a f a c i l i t y  meets t h e s e  c r i t e r i a .  It is reasonable t o  

P i  d e f i n e  the term by r e f e r r i n g  t o  t h e  s ta tute8 so that t h e  r u l e  p a r t s  w i l lo c  
Q, a r:e < ; = ;  conform t o  t h es t a t u t e si ft h es t a t u t o r yd e f i n i t i o n s  are amended. This is 
2 3 E 	 also a reasonable way ofshorteningthelengthof  t h e  d e f i n i t i o n  and

avoiding unnecessary dupl icat ion of .  s ta tutory language. 

The term " in t e rmed ia t eca refac i l i t yfo rthemen ta l lyre t a rded"  i s  a 
' genera l lyaccepted  term used by f e d e r a l  and s ta te  governments and providers .
8 I Ij For example,the term is used i nU n i t e dS t a t e s  Code, t i t l e  42,  sec t ions  

1 . 1396, e t .  seq Code of F e d e r a lr e g u l a t i o n s  t i t l e  62, s e c t i o n  662.600 e t  
z -f 
C seq MinnesotaSta tu tes ,sec t ion  256b.501 and o therdepar tmentru les  
2 c inc luding  part 9525.1210 and pa r t s  9525.0015 t o  9525.0145. 08. ofthey c z  


t : Q  acronym "KF/HR" i s  a reasonable  way t oshor t entheleng th  of the r u l e  parts.

L. 
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Subp. 20. "Fieldaudit."Thisdefinitionisnecessary t o  distinguish 
f i e l d  audits,  which areon-siteexaminations, from thedesk audit which i s  
conducted i n  thedepartment. I t  i s  reasonable t o  defineon-site examina
t i o n s  8) " f i e l d  audits" because this  use of the term is Consistent with the  
way the term is used i n  other reimbursement rules  i n  the Department. A l s o  
auditors and providers are familiar w i t h  t h i s  definit ion.  

Subp. 21. "?ring* b e n e f i t s  are defined because thecostsfor these 
benefits mustbe reportedseparately i n  theannualcoatreport. I t  is  
reasonable todistinguishthoreoperatingcoat$conriderodfringebenefits 
from sa la r ies ,  fees ,  andwager to  ass i s t  i n  identifyingallowablecorer 
referredto i n  theruleparts and to  avoidconfusion i n  reporting. 

Subp. 22."Funded depreciation". this is a financial  concept that  
i s  used t o  denote a portion of theannualdepreciation allowance ret  arid8 
for future financial  needssuch a# principal payments on debts &ad replace
ment of c a p i t a l  a s s e t s  It is necessary and reasonable todefinethe term 
i n  order to avoidconfurionwithother forms or uses of depreciation, and 
because the rule parts govern what can be done with there funds 

Subp. 23. h i s t o r i c a l  c a p i t a l  cooto" io necessarilydefinedto iden
t i f y  part  capital  costs of f a c i l i t i e s  and the  dater are necessary t o  c l a r i f y
how capital  assets vi11 be subjected to the  various l i m i t 0  in  there ruler. 
The objective, a# stated i n  the  leg is la t ive  audi tors  repor t ,  is t o  direct 
scarce state resources to  a rea l  of resident care rather than to administra 
tive a d  property-relatedareal. this defini t ion is reasonable because it 
help8accomplish thatobjective. The defini t ion is also conriatent 4 t h  the  
action,taken by thefederal government i n  the  def ic i t  reduction Act of 
1980. 

The def in i t ion ,  wi th  theexception of acquisition of new capi ta l  assets 
for  use b y  the f a c i l i t y ,  r e s u l t  i n  no inereare i n  the a r r e t  bare. In  order 
t o  accomplishtheobjective, 81 stated i n  thelegislativeauditor' ,report, 
i t  isrearonablethatthearret bare of f a c i l i t i e s  not increase-rely
because of a sale. An increase i n  co l t  due to  a sale adds nothin8 i n  t h e  
way of quali ty care,  therefore,  notrecognizingthecolt#associated with 

' the saleservestodirectscarceresources t o  residentcarerelateditems 

Subp. 24. h i s t o r i c a lo p e r a t i n gc o s t st h i sd e f i n i t i o n  is necessary 
t o  i d e n t i f y  theoperatingcostsincurred by a facilityduringthe repor t ing  
year. These costs are used toestablishtheprospective payment rate.  
Parts 9553.0010 t o  9553.0080 are intended to  govern costaincurred,reported 

P i and allowable because establishing a historicaloperatingcostbare is 
II essent ia ltothereac t iv i t ies  it is rearonabletoclearlydefine what

aJ a 
rx -=c ; histor icaloperat ingcol tsare .
$ a : 
s;E Subp. 25. "Indirectcoat." This def ini t ion is necessary to  

i<i 
I d i s t i n g u i s h  this term from directcoat (see above). I t  is necessaryto 

definethis term to  supportthecoatreporting and allocation method i n  
. Ik 1 the tu le .  This def ini t ion i s  tearonable because costsincurredforact ivi  

Ot, 1 I t iesthatbenefit  more than one t o r t  categorycannot be direct lyident i f ied.  
* . -r' 

C. Subp.26."Land." this  def ini t ion is necessary because only thecoat 
L* E  of land which is devoted toresidentcare is reimbursable under thererule 
2 -

Q, parts.  I t  is  reasonabletoonlyinclude landnecessary i n  theprovirion of 
Jl 2 3: 	 resident care becausethe purpose of the  Medical assistance program is  t o

provide resident care so, therefore, land associated w i t h  other purposes 
s h o u l d  not bean allowablecost under this program. 

-11-

v 



Subp. 27. l a n di m p r o v e m e n tT h i sd e f i n i t i o n  is n e c e s s a r yt oc l a r i f y  
what t y p e  of landimprovementstheprovidercanreceivereimbursement for 
undertheserule  parts. I t  is  r easonab leto  limit landimprovements t o  
thosetheprovider  is  respons ib le  for replacingbecause t h e  purpose of there 
r u l e  parts is toprovidereasonablereimbursementtoprovidersforcosts  
they mast incur .  

Subp. 28. "LeareholdimprovementThisdef in i t ion  is  necessary 
becauseleaseholdimprovements are one componentof c a p i t a l  assets and the 
c o a t  of some of these improvements is reimbursableunder there r u l e  parts. 
T h i sd e f i n i t i o n  is  reasonablebecause it is c o n s i s t e n t  with the d e f i n i t i o n s  
of  the term used i n  t h e  accounting f i e l d  . 

Subp. 29. medical a s s i s t a n c e  *-ram." T h i sd e f i n i t i o n  i s  necessary
andreasonable t o  preventconfusionaboutthereimbursementsourcereferred 
t o  i n  there r u l ep a r t s .S p e c i f i cf e d e r a lr e g u l a t i o n s  and state s t a t u t e s  are 
c i t e d  so t ha t  peop le  a f f ec t ed  by the  tule may havespec i f icinformat ion  on 
t h e  f e d e r a l  and state provirion8which torern t h i s  program. 

Subp. 30. necessary service This d e f i n i t i o n  is necessary to  pro
v ide  a standard by which to  de te rmine  i f  t he  services providedby a f a c i l i t y  
should be r e i m b u r s a b l e  A remice ionotconsiderednecessary by a prudent 

manager unless t h e r e  is evidencetha ttho  service must be performed i n  o r d e r  

t oo p e r a t et h ef a c i l i t y .  It is reasonabletoencourageprudea t  management 

by def in ingnecessary  services i n  t h i s  way andonlyreimbursingfor 

necessary services With limited re sourcesava i l ab le  i t  i o  essential t h a t  

thedepar tmentonlyre imburseforcoa t8tha t  must beincur red .th i s  

requirement is  a l socons is ten twi ththeenabl ingleg is la t ion(Minnesota  

S t a t u t e s ,s e c t i o n  2566.501, subd iv i s ion  2). 


Subp. 31. "Payrol l  taxes T h i sd e f i n i t i o n  i s  n e c e s s a r yt oc l a r i f y  
�or providers  and depar tmentaudi tors  what c o s t s  are to  be c l a s s i f i e d  as 
p a y r o l lt a x e s  t o  preventconfusion.  This def in i t ioniorearonablebecause  
t h e  c o s t s  l i s t e d  are commonly c l a s s i f i e d  am payro l lt axe r .  

Subp. 32. "Physical plant" is  term d e s c r i p t i v eo ft h eb u i l d i n go r  
bu i ld ings  of a f a c i l i t yi n c l u d i n ga t t a c h e df i x t u r e sT h i sd e f i n i t i o n  is  

' n e c e s s a r yt od i s t i n g u i s ht h eb u i l d i n g s  and a t t a c h e df i x t u r e s  from t h e  o ther  
componentsof t h e  f a c i l i t y ' sc a p i t a l  assets. The term is l i m i t e dt ot h o r e  
s t r u c t u r e s  i n  which a programlicensedto serve personawithmental retar

o r d e rb d a t i o n  i s  l o c a t e d ,  a v o i dp o s s i b l ei n  t o  t h e  m i s a p p l i c a t i o n  of the term 
P i  t o  s t r u c t u r e #  o w e d  by theproviderwhich are n o t  r e l a t e d  t o  r e s i d e n t  c a r e .  
e, a d  I t  is  rearonable  for reimbursementpurposes to  limit t h e  d e f i n i t i o n  t ov a
= < i z  bu i ld ings  related tore s iden tca rebecausetheru le  is meant on lytore im
- 4 - w  bursathecos tofnecessary  services. The d e f i n i t i o n  is  a l s oc o n s i s t e n t
A G O "  with t h e  d e f i n i t i o n  of phys ica lp lan t  used inotherdepar tmentru lessuch  as 

' part  952s .0015 t o  9525.0145. 

Subp. 33. "Privatepayingreridant."BecausetheMedicalassistance 
rate is l imi ted  by the pr iva tepayingres idents  rate underpar t  9553.0070,  

a ' e  i t  is necessarytoident i fypr iva tepayingres identsforpurposes  of com-
4-

0 i par ing  rates.  The d e f i n i t i o n  is  reasonablebecause it  i d e n t i f i e s  as pr iva t e  
4 
c - X paying a11 r e s i d e n t s  whore care is  notpaid by publ icfunds.  

u a l
i 2 % 
x c n z  Subp. 34. program T h i s  d i s t ingu i sh 
d e f i n i t i o n  is  necessa ry  thoseto

a c t i v i t i e s  whose c o a t s  -st be repor ted  as program opera t ing  cos ts  under  
p a r t  9553.0040 from o t h e r  o p e r a t i n t  c o s t s .  I t  is reasonablebecause i t  
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Subp. 35. program d i rec to r . "  The d e f i n i t i o n  i s  necessary t o  
d i s t ingu i sh  pe r sonne l  who performprogramfunctions from admin i s t r a to r s .  
This  d i s t i n c t i o n  i s  necessarybecause the  r u l es p e c i f i e s  limits fortop 
managemant compensationandtheprogramdirectorfunctionshouldnot be  
c l a s s i f i e d  as top management forpurposes  of applyingthe limits i n  part 
9553.0040. I t  i s  reasonablethattheprogramdirectorfunct ionnot  be con
s ideredtop  management becausethefunct ion is d i r e c t l y  related to  thepro
v i s ionof  program s e r v i c e s  and not t o  the  a v e r a l l  a d m i n i s t r a t i o n  of the  
f a c i l i t y .  

Subp. 36. p r o v i d e r  Provider is d e f i n e dt oc l a r i f y  who is respon
s i b l e  f o r  the ope ra t ionofthefac i l i t y  and f o r  claiming reimbursementunder 
p a r t s  9553.0010 t o  9553.0080. It is also necessary t o  c l a r i f y  t h a t  t h e s e  
p a r t s  d o  n o t  govern p r o r i d e r r  of o t h e r  services or  providers  who do not 
r ece ivere imbursemen tunde rtheseru lepa r t sTh i sde f in i t i on  is reasonable 
becausethe legal e n t i t y  d e f i n e d  a@provider  is the  only ent i t7  t h a t  
c o n t r a c t s  w i t h  t h e  M i c a 1  Assistanceprogramand is au tho r i r ed  to  rece ive  
reimbursement . 

Subp. 37. provider group this d e f i n i t i o n  is necessary because SOY 

provis ionsofthese rule p a r t s  are app l i cab le  only t o  a provider  who opera
tes  more than one f a c i l i t y .  To f a i r l y  and cons i s t en t lyapp ly  there p r o v i  
s i o n s ,  a c l e a rd e f i n i t i o n  of providergroup is needed. I t  is def ined  so 
t h a t  t h e r e  vi11 be a commonly understoodencompassing term t o  beused t o  
r e f e r  i n  a concise  manner t o  t h e  o r g a n i z a t i o n s  s p e c i f i e d  i n  t h i s  d e f i n i t i o n  
This d e f i n i t i o n  is  reasonable because i t  is a logicalexpansionofthe term 
"provider ." 

Subp. 30. "Rate yearn  is def ined  to  e s t a b l i s h  a s e p a r a t e  tin period 
from the  r epor t ing  year. The sepa ra t ion  ofthe rate year fromthereport ing 
year is n e c e s s a r y  i n  o r d e r  t o  i n s u r e  a c o n s i s t e n t  h i s t o r i c a l  base f o r  a l l  
providers,improve the  a b i l i t yo ft h ep r o v i d e r s  and theDepartment t o  for
cas tbudgets ,  end toautomatethe  system. A similar r e p a r a t i o n  vas mandated 
b y  t h e  l e g i s l a t u r ef o r  the  nursing home rate se t t ingsys tem.  The d i s t i n c  
t i o n  i s  reasonably made t o  a l lowfor  an adequate time period t o  prepare and 
submi t  r epor t sp repa ra to rytothede te rmina t ionof  a payment rate.  

Subp. 39. related o r g a n i z a t i o nT h i sd e f i n i t i o n  i s  necessary t o  
0 0  enableproviders  and thedepa r tmen ts t a f ftode te rminei f  an organiza t ion  i sC?2 5 considered related t ot h ef a c i l i t y  for which a rate is requested.This 
2 2 E d i s t i n c t i o n  is necessarybecausecer ta inprovis ionsoftheseru lepar t s
2 2 2 a p p l yt oc o s t si n c u r r e d  by or from re l a t edorgan iza t ions .  To applythese

4.~i!! p r o v i r i o n s  f a i r l y  and c o n s i s t e n t l y ,  i t  is  necessarytohave  c l e a t  d e f i n i 
t i o n  of the term. The d e f i n i t i o n  is a reasonable  one because it is  similar 
t o  t h e  d e f i n i t i o n  o f  related organi ta t ionusedinRule  50 and i n  CFR by the 
Health Care FinanceAdminis t ra t iontogovern medicare reimbursement of 

i al lowablecosts ,42 CFR 8 403.427 and by theDepar tmentinru lepar t sa m 

,r -' 	 d 9549.0010 t o  9549.0080. 

e, . E 

6 -W Subp. 40. "Repair." This d e f i n i t i o n  is necessary  t o  d i s t ingu i shthose
2 2 c o s t s  which are needed t o  r e s t o r e  or maintain an e x i s t i n gc a p i t a l  asset from 

thosecos t s  which a reinc iden ta lo rcosmet i c .  I t  is  reasonabletoexpec t  
t h a t  a repair will improvethecondition of the  i tembeingrepaired or main
ta ined .  
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Subp. 42. "Reporti-year".January 1 t o  December 31 i s  def ined  as 
therepor t ingyear .  It is  n e c e s s a r yt oe s t a b l i s h  a common repor t ingyear  
f o r  a l l  f a c i l i t i e s  i n  o r d e r  to i n s u r ee q u i t a b l et r e a t m e n to ff a c i l i t i e s  when 
indices  and limits are appl ied .  The c o o o nr e p o r t i n g  year also improves t h e  
h i s t o r i c a l  i n f o r a m t i o n  a v a i l a b l e  t o  thodepartmentwhich is necessa ryin  
ordertomoni torexpendi tures .Boththefac i l i tyandthedepar tmentbenef i t  
from b e t t e r  a b i l i t y  t o  f o r c a r t  b u d g e t s  and t o  take advantage ofautomated 
systems. Since 65 p e r c e n to ff a c i l i t i e sa l r e a d y  had a J a n u a r yt o  December 
r epor t ingyea r ,  i t  is h a r t  d i s r u p t i v e  t o  s h i f t  t h e  o t h e r  35 percen tto  
t h i s  repor t ingyear .  The r epor t ing  year mast also bede f inedinorde rto  
d i s t i n g u i s h  t h i n  time periodfromthe rate year  (see above). It  is reason
a b l e  t o  u s e  the  time periodfromJanuary 1 t o  december 31 a0 t herepor t ing  
year, because i t  creates a time 1 4  b e t m e n  t h e  r e p o r t i n g  feat and the  rate 
year  which i s  s u f f i c i e n t  to  allow p r o r i d e r r  to  submitthocootreporto and 
t he  Department t o  pe r fo rm the  desk audit. 

Subp. 43. resident day." This d e f i n i t i o n  is necessary t o  c l a r i f y  
what is meant by "residentday" for purposesofcalculat ing a rate under 
parts 9553.0650 and 9533.0060. The def in i t i onprov ides  8 common frameof 
r e fe rence  fo r  p rov ide r s  andDepartment s t a f f  a8 a measurement o r  u n i t  of 
service provided. It is reasonable  t o  limit t h ed e f i n i t i o nt o  day0 on which 
s e r v i c e s  are rendered and b i l l a b l e  or day8for  which a bed is held .ad 
b i l l edfo rre i l l bu r sewa tpurposesbecause  as s p e c i f i e d  i n  p a r t  9553.0036, 
subp. 15, goods o r  services -st be  ac tua l ly  p rov ided  in  o rde r  to  beused 
f o r  rate setti- purposes.Although senricer are notprovided when a bed is  
he ld ,  a held bed cannotbeusedforotherpurposes  and the re fo rethe  pro
vidershouldbereimbursedforholdingthebed. I t  is necessa ryto  allow 
held beds t o  i n s u r e  t h a t  a r e s i d e n t  who is h o s p i t a l i z e d ,  011 vaca t ion ,  o r  
o t h e r w i s e  t e m p o r a r i l y  a b s e n t  c a n  r e t u r n  t o  t h e  f a c i l i t y .  

Subp. 44. r e s p i t e  c a d  is de f ined  so t h a tt h o s ef a c i l i t i e s  which 
provide  shor t - te rm care t o  e l i g i b l e  p e r s o n s  w i t h  m e n t a l  r e t a r d a t i o n  c a n  
iden t i fythecos t sa s soc ia t edwi thp rov id ingtha tca re .  I t  is  necessa ryto  
excludeinst i tut ionalprovidersbecausethepurposeofoffer ingrespi te  care 
s e r v i c e s  is t op r o v i d en e e d e dr e l i e ft ot h ei n f o r m 1c a r e g i v e r sn o ti n s t i t u 
t i o n a lc a r e g i v e r s .  the d e f i n i t i o n  is reasonablebecause it  i s  c o n s i s t e n t  
w i t h  t h e  d e f i n i t i o n  i n  p a r t s  9525.1800 t o  9525.1930 whichgovernreimbur 
sementforresp i te  care undertheMedicalAssistance program ..~ 

Subp. 45. "Top management personnel" is  d e f i n e di no r d e rt oi d e n t i f y  
persons who per fo rm subs t an t i a l  execu t ive  func t ions  whose compensation is 
inc ludedintheadmin i s t r a t ivecos tca t egory  and is  s u b j e c tt ot h et o p  mana 
gementcompensationlimitation. The purposeofthedef in i t ion  is  t o  iden
t i f y  thoseindiv idua ls  who per formthedut ies  and f u l f i l l  t he  funct ionsof  
topLevelmanagers on a d a i l y  b a s i s  It is  r easonab letoinc ludea l sothose  
ind iv idua l s  who perform there r e s p o n s i b i l i t i e s ,  b u t  may nothaveone of the  
t i t l e s  denotedbecauseotherwise i t  would beposs ib letoavoid  t h e  limits by 
s imply  changing t i t l e s  of s t a f f .  The whole area oftop management compen
s a t i o n  has been a complexand ho t ly  con te s t ed  i s sue  fo r  t he  p rov ide r s  and 
depar tmentaudi torsfor  years. For a more de ta i l eddescuss ion  of the  
i s s u e s  and problems, see part 9553.0030 ofthe SNR. / 
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costs   

, 

Subp. 46. " T o t a lp a p e a t  rate." Thistermdefines  a composite of 
r a t e s .  I t  i s  n e c e s s a r yt oi d e n t i f yt h e  component parts of t h e  t o t a lr a t e  t o  
s p e c i f y  which c o s t s  and expensesarebeingreimbursed. I t  is reasonable t o  
d e f i n e  the sum of the payment r a t e s  8s t h e  t o t a l  payment r e t e .  

Subp. 47. useful l i f e . "  I t  is  necessa rytode f ine  t h i s  term because 
i t  i s  one ofthefac torsinvolvedindetermining  the a l lowabledeprec ia t ion  
expenseusin8the straight l i n e  method a# s t i p u l a t e d  i n  p a r t  9553.0060, sub
par t  1. I t  is  r e a r o n a b l et od e f i n eu s e f u ll i f e  as a lengthof ti- a# 
opposed t o  some m a s u r e  of un i t sofoutput ,because  t h e  s t r a i g h t  l i n e  method 
of deprec ia t ion  i s  being used to  de t e rmine  deprec i a t ion  expense .  

Subp. 10.vested This term is def ined  t o  i d e n t i f y  when vaca t ion  and 
s i c kl e a v ec o s t s  are al lowable.  I t  is  r easonab letode f ineves t edaccord ing  
t o  commonly acceptedusage a8 it is d e f i n e d  i n  w e b s t e r s  New Col l eg ia t e  
Dic t ionary  . 

Subp. 49. working capital loan this d e f i n i t i o n  is necessary t o  
c l a r i f y  which loan8 are s u b j e c t  t o  theprovis ion#  i n  p a r t  9553.0035. subpar t  
9 .  I t  is r e a s o n a b l et od i s t i n g u i s ht h e s e  Ioana f r o mc a p i t a ld e b ts i n c e  the 
purposeof these loans is t of i n a n c e  the f a c i l i t y ' s  opetatins coats .This  
d i s t i n c t i o n  ha8 beenusedbythedepartmentin other reimbursement ruler 
such as minnesota rules p a r t 8  9549.0010 t o  9549.0080. 

Subp. 50. working c a p i t a l  interest expenses this d e f i n i t i o n  is 
necessary t o  d i s t i n g u i s h  "working c a p i t a l  i n t e r e a t  expense" from " c a p i t a l
deb t  interest  expense". I t  is  r e a s o n a b l et o  make t h i sd i s t i n c t i o n  so t h a t  
t h e  i n t e r e s t  expense limits i n  9553.0035 rubp. 9 can beproperlyapplied.  

Statement of Need: 

Subpart  1 s p e c i f i e s  what is meantby t h ec l a s s i f i c a t i o n  of cos t s .  The 
Departmentneeds t o  have c o s t s  c l a s s i f i e d  a p p r o p r i a t e l y  i n  o r d e r '  t o :  

2 q
I ' - have cos tsrepor teduni formly  by ill f a c i l i t i e s ,- determinewhetherthey are a l lowab lecos t s ,- de te rminethecos tca t egoryto  which cos tsbe longforpurposes  of r e i m  

bursement and limit s e t t i n g ,hiAj - i n t e r p r e tc o s t ai n c u r r e d  by i n d i v i d u a lf a c i l i t i e s ,  and 
7 1: 

u , - - accura t e ly  compare c o s t s  among fac i l i t i es .  
c; '3CE CL. ul 

a, c. 3 
+d + - .,.- D i r e c t  i d e n t i f i c a t i o n  of c o s t  is  necessary so tha tdepar tmentaudi tors  
m .; CJ 
0 C fi M Y  make an independentassessmentoftheal locat ionorclassif icat ion made 

I by the f a c i l i t y .  

7 Reasonableness : 

purposesof- K Item A. To adequately assess for  re imbursement ,-
0 d providers  are r equ i r edtoreco rdcos t saccura t e ly  in s p e c i f i cc a t e g o r i e s  on 
P d C J'2 c a c o s tr e p o r t .D i r e c ti d e n t i f i c a t i o n  of c o s t s  i s  t h eb a s i sf o r  classification 
,& r + -

c: a t ion .Cos ts  t h a t  cannot be s p e c i f i c a l l yc l a s s i f i e dt o  one or more c o s t  
x 2 5  category are n e c e s s a r i l yc l a s s i f i e dt ot h ea d m i n i s t r a t i v ec o s tc a t e g o r y ,  

s i n c et h e i rb e n e f i t  is  f o r  the f a c i l i t y  as a whole. 
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-Item 8. Gener icsuppl ies  must be r epor t edin  the a d m i n i s t r a t i v e~ a t e 
gory without any a l loca t ion .Thisenablesdepar tmentaudi torstover i fythe  
c l a s s i f i c a t i o n  of  cos tswi thout  u n d u l y  b u r d e n i n g  f a c i l i t i e s  b y  requi r ing  
them tokeepreco rds  showing how thecos t s  of generici temsshould be 
prora ted .  

-Item C.  compenstation of i nd iv idua l so the rtha ttop  management w i t h  
d u t i e s  i n  more than  one f a c i l i t yo rc o s tc a t e g o r y  is  a l l o c a t e d  t o  t h e  
v a r i o u s  c o s t  c a t e g o t i e r  or f a c i l i t i e s  on the  basis of time spent  on d u t i e s  
i n  t h e  va r iousca tegor i e s .  A f a c i l i t y  or providergroupwith 68 o r  fewer 
beds ,  may a l s o  a l l o c a t e  part of the s a l a r y  of i t s  top  management personnel
i ft h ea l l o c a t i o n  is j u s t i f i e d  by t h e  f a c i l i t y ' sr e c o t d o .  A f a c i l i t y  or 
providergroup w i t h  more than 68 bed# is considered one which r e q u i r e s  f u l l  
time top  managementand the re fo re  a l loca t ion  o f  t he  top  management compen
s a t i o n  is  notallowed. I t  is rearonable  t o  expect t h a t  46 or f eve r  bed8 are 
l i k e l y  t o  havetop management work inspa r t - t ime  A f a c i l i t y  or provider  
groupwith more than 48 beds is a complex o p e r a t i o n  f i n a n c i a l l y  and program 
mat i ca l ly  andthusrequire8the services of a fu l l - t imeexecut ive  or t he  
e q u i v a l e n t .I no r d e rt h a tt h ef a c i l i t yn o t  be overburdened by keeping a 
d a i l y  log sampling method, can beused t o  estimates time s p e n t  i n  v a r i o u s  
a c t i v i t i e s  

G e n e r a lJ u s t i f i c a t i o n  

These methods f o r  c o o t  c l a s s i f i c a t i o n  e n s u r e  t h a t  each provider 
recognizerexpensesin a c o n s i s t e n t  manner C P I  447.260 s t ipu la t e sqtha tthe  
s ta te  must provideforthef i l ingofuni formcootrepor t s  by eachpar
t i c i p a t i n gp r o v i d e r .T h i sc l a s s i f i c a t i o n  method providerthedepartment  
withconsis tent lypreparedfinancialinformationfrom each p r o v i d e r  f o r  rate 
se t t ingpurposes .Inorder  t o  e s t a b l i s he f f e c t i v e  and f a i r  limits f a c i l i 
t i e s  -st be r e q u i r e d  t o  r e p o r t  c o s t a  i n  8 uniform manner. 

This  method o f  c o s t  c l a s s i f i c a t i o n  is similar t o  t h a t  p r o v i d e d  i n  p r e 
v ious  ICF/nB reimbursementrules and i n  Rule 50, t henu t s in8  home &le. 
Therefore ,thedepartment  and providers  are f a m i l i a r  with  t h i s  coat  classi
f i c a t i o n  method. 

Part 9553.0030 subpar t  2. allocation of 'Perroad expenses for Omerr Whore 
primary Rerideace is i n  t h e  facility& I &p:I 

Statement of Need: 

When the f a c i l i t y  is alsotheprimaryresidenceofthe m e r ,  i t  is 
.\ n e c e s s a r y  t o  separate personal expensesf romthefac i l i ty ' sexpensesbecause  

expenses are notP i personal reimbursable.  

I t  is  reasonablenottoreimbursetheowner 'spersonalcostsbecause 
the  purpose of the  rule is  tore imbursethenecessarycos tofprovid ing  ser. 1 i v i c e st or e s i d e n t s .  

To sepa ra t epe r sona lexpensesf romfac i l i t yCos t s ,  it is necessa ryto  
= a s s i g n  a por t ion  of prope r tycos t a  and opera t in#  costs ouch as d i e t a r y ,  

C - $ housekeeping and ma in tenance ,tope r sona lexpenses  It is r e a r o n a b l et o  be 
2 r r  

'i a, base t h e  propor t ionass igned  on thepercentageofspacedevotedtopersonal 


u 2 % use and on reasonablees t imatesofac tua luse  of se rv iceso ras se t sbecause
I ' t h i s  base d i rec t ly  re la tes  t o  theac tua lbene f i t sde r ived  by the  owner. 
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Statement of Need: 

reimbursementunderthisrule i s  provided o n l y  f o r  ICF/WR se rv ices .  
Therefore ,  i t  is  necessa rytosepa ra t efac i l i t ycos t sincu r red  i n  the p r o v i 
sionof I C F / ~serv icesf romcos tsincur red  for otherthan  ICF/NR se rv ices .  

r e a s o n a b l e n e s s  

The same c o s t  c l a s s i f i c a t i o np r i n c i p l e se s t a b l i s h e d  i ns u b p a r t  1 and 
thepropor t iona la l loca t ionprocedureses tab l i shedinsubpar t  2 a r e  used t o  
separateoutnonreimbursablecootsforservicesnotconsidered ICP/HR ser
v ices .  I t  is reasonabletouse  a similar p r i n c i p l e  andprocedureto 
s impl i fy  p repa ra t ion  o f  r epor t s  t o  min imize  confus ion  fo r  p rov ide r s  and 
department a u d i t o r s ,  and to  preventtheinadver t ra tlossof  a cos to rdup l i 
ca te  c la im of  a coot.  

To d e t e r m i n e  i f  c o s t s  associated w i t h  c e n t r a l  a f f i l i a t e d  or corpora te  
o f f i c e  c o s t s  are a l l o w a b l e  c o s t so ft h ef a c i l i t y ,  it is necessa ryto  
a l l o c a t et h ec o a t st os p e c i f i cc o s tc a t e g o r i e sf o r  each f a c i l i t y .T h i o  
a l l o c a t i o n  is  necessarybecausera tes  are f a c i l i t y  s p e c i f i c  and on ly  cos t s  
necessa r i lyincu r redtoope ra t e  a f a c i l i t y  are a l l o w a b l e  There is a b 0  8 

need t o  p r e v e n t  c o s t  s h i f t i n g  h e n  one f a c i l i t y  ha# exceeded its limits and 
another  is not .  This also preven t scos tsh i f t i ng  between corporateopera
t i o n s  of anothertype.  

Reasonableness : 

Fornursinghomes,MinnesotaStatutes,require that  "cen t r a lo rhow 
o f f i c e  c o s t s "  be inc luded  wi th in  the  cos t  ca t egory  en t i t l ed  "gene ra l  and 
adminis t ra t ivecos ts . "Addi t iona l ly ,sa la ry  expenses forrequi red  
and s o w  spec i f i edconsu l t an t s  io nursing homes may be a l l o c a t e d  t o  the  
appropr ia tecos tca tegoryforeachfac i l i ty .S ince  a numberof owners have 
both ICFs/MR and nursing homes, s ince  t h e  same c e n t r a lo f f i c es e r v e sb o t h  
typeso f* fac i l i t i e s ,  and s incethe  same Departmentaudi torsaudi tboth i t  i s  
reasonableto  use t h e  same a l loca t ionproceduresfo rthe  ICFs/P(R. To do 
otherwise i n  t h e  absenceofcoopel l ingdifferences i n  opera t ion  would be 

confus ing  unnecessa r i ly  ..* 

p i
8 & . L  Item A p r o v i d e s  c e n t r a l  o r  o f f i c e
n c i t j  

t h a t  a f f i l i a t e dc o r p o r a t e  s a l a r y  

s , c : s  expenseforconsul tantsrequired by law orregu la t ion  MY be a l loca t ed  eo 
2 ;2 o t h e rc o s tc a t e g o r i e sb u to n l yt ot h ee x t e n t  that the  salary expensesare 

d i r e c t l yi d e n t i f i e d  bythefac i l i t y .I f  a f a c i l i t yc a ni d e n t i f yd i r e c t  
9 1 I 	 c o s t sf o rl e g a l l yr e q u i r e dc o n s u l t a n t s ,  it is  r easonab letha t  it be allowed 

t o  a l l o c a t e  t h e s e  c o s t s  t o  the  appropr ia teca tegory  so t h a t  a n  a c c u r a t e  p i c 
t u r eo ff a c i l i t yc o s t s  i n  va r iousca tegor i e s  is m a i n t a i n e da d d i t i o n a l l y  
sucha l loca t ionavo idsin f l a t ingadmin i s t r a t ivecos t s  which are subjec t  

E 2 t o  limits under part 9553.0050. 
0
b d
0 

* (3 LT Item 5 a p p l i e sa l l o c a t i o n  of cos t s  coa-L _  - t o  r ep resen t ing  services of 


l-> 0,

:i s u l t a n t s  notrequiredby law inspec i f i ca reas .I t em 5 is intendedtoper 


1 2 5: 	 mit t h ea l l o c a t i o n  o ft h es a l a r i e s  ofthoseindividualsactual lyworking i n  
f a c i l i t i e s  even though t h e i r  s a l a r i e s ,  as a matter  of convenience,arepaid 
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